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WHITHER OPEC? WHITHER OIL PRICES? 
ANNCR: 

DOES THE SPLIT IN OIL PRICES THAT EMERGED LAST FRIDAY FROM 
THE QATAR MEETING OF OPEC -- THE ORGANIZATION OF OIL EXPORTING 
COUNTRIES -- SIGNAL-A REAL WEAKENING OF THE CARTEL? WHAT'S THE 
LIKELY PRACTICAL CONSEQUENCE OF THE SO-CALLED TWO-TIER PRICE 
STRUCTURE? HERE'S ------------ WITH A SURVEY OF OPINIONS FROM 
THREE AMERICAN EXPERTS INTERVIEWED BY VOA: 

VOICE: 

WHEN THE TWO-TIER PRICE NEWS WAS FLASHED FROM QATAR -- THAT 
SAUDI ARABIA AND THE UNITED ARAB EMIRATES WOULD RAISE THEIR 
PRICES ONLY FIVE PERCENT, WHILE THE OTHER ELEVEN OPEC MEMBERS 
RAISED THEIR PRICES FIFTEEN PERCENT IN TWO STAGES -- THERE WAS 
SOME INSTANT PRESS SPECULATION THAT THE PUBLIC SPLIT IN THE 
HITHERTO SOLID OPEC FRONT COULD MFAN THE BEGINNING OF THE END OF 
THE ARTEL. 

BUT, AS WALTER LEVY, THE NE\! YORK BASED OIL-ECONOMIST AND 
INTERNATIONAL CONSULTANT, TOLD VOA CORRESPONDENT FRED COOPER, OPEC 
IS STILL VERY MUCH ALIVE. ASKED IF THE PRICE SPLIT IS A FIRST 
STEP TOWARD THE BREAKUP OF THE OIL CARTEL, MISTER LEVY PUT HIS 
ANSWER THIS WAY: 

"I DOUBT IT. FIRST OF ALL, NONE OF THEM REALLY WANTS TO GIVE 
UP OPEC. SECONDLY, THE ELEVEN WHO STUCK TOTHER CON THE HIGHER 
PRICE) STILL SUPPLY SIXTY TO SIXTY-FIVE PERCENT OF THE IMPORTED 
OIL AND THEY'LL CONTINUE TO DO SO. . . MY GUESS IS THAT OVER THE 
SHORT TO MEDIUM TERM, SOMEHOW IT WILL WORK ITSELF OUT IN SOME NEW 


ARRANGEMENT. MAYBE THEIR ASSUMED INCREASE TO 15 PERCENT, BY THE 
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MIDDLE OF THE YEAR, WILL TAKE PLACE. OR THEY MAY IN DUE COURSE 
MAKE SOME ARRANGEMENT WITH SAUDI ARABIA." 

COPT) LIKE MOST OTHER OIL SPECIALISTS, MISTER LEVY IS WORRIED 
ABOUT THE EFFECT OF HIGHER PRICES ON BOTH THE INDUSTRIAL COUNTRIES 
AND THE DEVELOPING NATIONS ANO HE FORESEES A RUSH FOR THE CHEAPER 
SAUDI AND ARAB EMIRATE OIL. BUT HE SAYS THERE ARE PRACTICAL 
LIMITATIONS TO THE AVAILABILITY OF THE CHEAPER OIL. CEND OPT) 

WHAT ABOUT THE SO-CALLED AVERAGING EFFECT OF PRICES THAT SOME 
OBSERVERS HAVE FORECAST -- THAT IS, A FINAL PRICE HALFWAY BETWEEN 
THE FIVE PERCENT INCREASE BY SAUDI ARABIA AND THE ARAB EMIRATES 
AND THE FIRST-STAGE TEN PERCENT DEMANDED BY THE OTHER OPEC 
MEMBERS, MISTER LEVY IS MOT SANGUINE ON THAT SCORE: HE SAYS: 

"NO, YOU CAN'T ASSUME THAT. . . MOST OF THE OIL. . ~. WILL 
HAVE TO COME FROM THE TEI! PERCENTERS, BECAUSE THAT'S THE WAY THE 
ECONOMICS WOULD WORK. AND THE SAUDI OIL, WHICH WOULD BF CHEAPER, 
AND THE EMIRATE OIL, WOULD MEAN THAT THOSE COMPANIES THAT DRAW IT, 
WHICH ARE TO A SUBSTANTIAL EXT&HT, THE ARAMCO PARTNERS, AND SOME 
OUTSIDE PURCHASERS, WHICH MIGHT INCREASE NOW SOMEWHAT, WILL HAVE 
A LARGER PROFIT ELENENT IN THE CONSUMING COUNTRY I DON'T THINK YOU 
CAN ASSUME THAT THE PRICE LEVEL WILL BE AN AVERAGE ONE." 

COPT) AS TO THE NEXT STEP IN THE PRICE STORY, MISTER LEVY 
FORECASTS WHAT HE DESCRIBES AS "CONFUSION FOR SOME TIME." HE 
THINKS NON-OIL QUESTIONS LIKE THE ARAB-ISRAELI QUESTION AND THE 
NORTH-SOUTH ECONOMIC TALKS WILL LIKELY PLAY A ROLE IN OPEC POLICY. 
AND HE SUGGESTS THAT IF THERE'S NO MOVEMENT TOWARD AN ARAB-ISRAELI 
SETTLEMENT AND NO PARTICULAR PROGRESS IN THE NORTH-SOUTH DIALOGUE 
ON THE SO-CALLED NEW WORLD ECONOMIC ORDER THE DEVELOPING COUNTRIES 
WANT, THEN THE SAUDIS MIGHT MOVE THEIR PRICE INCREASE UP TO TEN 
PERCENT. CEND OPT) 
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GENE KINNEY IS EDITOR OF THE OIL AND GAS JOURNAL, AN 
AUTHORITATIVE TRADE PUBLICATION BASED IN TULSA, OKLAHOMA. HE 
TALKED WITH CORRESPONDENT SHIRLFY SEALY. MISTER KINNEY BELIEVES 
THAT THE TWO-TIER PRICE STRUCTURE CANNOT WORK. SAYS MISTER 
KINNEY: "YOU CAN'T HAVE TWO PRICES FOR THE SANE COMMODITY IN 
WORLD TRADE. IT CAN'T WORK THAT WAY." HE OFFERS THIS DETAILED 
EXPLANATION OF WHY TWO PRICES CAN'T WORK: 

"THE DIFFERENCE BETWEEN THE TWO GROUPS AT OPEC AMOUNT TO 
ANYWHERE FROM 50 CENTS A BARREL TO A DOLLAR A BARREL. WELL, THE 
PROFITS OF THE COMPANIES PER BARREL IN THE MIDDLE EAST, FOR 
EXAMPLE, IS 2] CENTS. SO WE'RE TALKING ABOUT DIFFERENCE IN PRICES 
THAT EXCEED THE AMOUNT OF PROFIT PER BARREL THAT THE COMPANIES 
MAKE ON FOREIGN OIL. THEREFORE, THERE WILL BE A MAD SCRAMBLE OF 
BUYERS FOR THAT OIL WHICH IS SELLING AT THE LOWEST PRICE. OF 
COURSE, THERE'S NOT ENOUGH TO GO AROUND." 

MISTER KINNEY SAYS THE ONLY WAY A TWO-TIERED PRICE STRUCTURE 
COULD WORK WOULD BE WITH AN ALLOCATION SYSTEM. THAT IS, IF OPEC 
MEMBERS COULD AGREE AMONG THEMSELVES ON WHICH CUSTOMERS WOULD GET 
THE CHEAPER OIL AND HOW MUCH. 

AS TO PROSPECTS FOR A WEAKENING OF OPEC, MISTER KINNEY HAS 
STRONG DOUBTS. HE PUTS IT THIS WAY: 

"I REALLY DOUBT THAT THE SPLIT, ALTHOUGH IT HAS BECOME A 
PUBLIC SPLIT, WILL RESULT IN A BREAKUP OF OFEC. I THINK THAT 
IT'S A SERIOUS MATTER WITHIN THE OPEC FAMILY THAT HAS BECOME 
PUBLIC BUT I THINK THEIR INTEREST IN PRESERVING OPEC, BECAUSE OF 
WHAT IT HAS DONE FOR THEM TO DATE, WILL PREVAIL, AND THEY WILL END 
UP RESOLVING WHAT NOW APPEARS TO BE A SERIOUS SPLIT BECAUSE NO 


ONE, INCLUDING SAUDI ARABIA, WANTS TO BREAK UP OPEC." 
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THE FIGURES TELL THE STORY. MISTER KINNEY NOTES THAT BACK 
IN 1970 THE GULF COUNTRIES VERE EARNING ABOUT A DOLLAR A BARREL OF 
OIL. NOW THEY GET ABOUT ELEVEN DOLLARS A BARREL. 

THE POST-QATAR PRICE, NISTER KINNEY SAYS, DEPENDS ON HOW 
MUCH SAUDI ARABIA IS WILLING TO RAISE ITS PRODUCTION. HE THINKS 
THE FINAL WORLD OIL PRICE INCREASE MAY END UP AT ABOUT 8 PERCENT. 

MAURICE ADELMAN IS A PROFFSSOR OF ECONOMIC AND AN OIL TRADE 
SPECIALIST AT THE MASSACHUSETTS INSTITUTE OF TECHNOLOGY IN 
CAMBRIDGE, MASSACHUSETTS. FOR A T'UMRER OF YEARS HE'S ADVOCATED 
RESISTANCE TO OPEC'S GRIP ON THE WORLD OIL MARKET. HE ARGUES 
THAT OPEC HAS INHERENT WEAKNESSES, PARTICULARLY EXCESS CAPACITY. 

AS MISTER ADELIMAM WROTE It! FORTUNE MAGAZINE RECENTLY: "THERE 

IS NO PLAN TO LIMIT PRODUCTION OR SHARE MARKETS, AND OPEC AVOIDS 
DISCUSSING CTHIS) EXPLOSIVE ISSUE. THE MEMBER NATIONS SIDESTEP 
DIRECT COMPETITION WITH EACH OTHER BY HAVING THE INTERNATIONAL 
OIL COMPANIES TAKE CARE OF MARKETING. (BUT) IF THE GOVERNMENTS: 
SOLD MOST OF THE OIL DIRECTLY, WITH PRICES TEN TIMES COSTS, AND 
BEGAN TO BUMP AGAINST EACH OTHER IN MANY MARKETS, EVEN SMALL PRICE 
CUTS TO INCREASE OR MERELY HOLD MARKET SHARE, MIGHT START A 
DOWNWARD SPIRAL." 

PROFESSOR ADELMAN SAYS THE POWER OF OPEC MIGHT BE WEAKENED 
IF THE UNITED STATES SWITCHED TO A BUYING SYSTEM -- WITH THE 
GOVERNNENT SERVING AS THE BUYER -- THAT WOULD BE BASED ON A 
MONTHLY AUCTION WHICH WOULD SELL IMPORT ENTITLEMENTS BY SEALED 
BIDS. HE CALLS THE ENTITLEMENTS "TICKETS." THE NUMBER SOLD 
WOULD BE BASED Of THE AMOUNT OF EXPECTED IMPORTS EACH MONTH. THE 
"TICKETS" COULD BE SOLD AMD TRANSFERRED BUT THE PRICE BIDS WOULD 
BE HELD TIGHTLY SECRET. PROFESSOR ADELMAN ACKNOWLEDGES THAT AT 


FIRST THE OPEC COUNTRIES MIGHT REFUSE TO TAKE PART IN SUCH A 
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SYSTEM BUT HE SAYS THE TEMPTATION AND NEED TO GET INTO THE GAME 
WOULD EVENTUALLY BRING THEM IN, ESPECIALLY SINCE NO BIDDER COULD 
KNOW WHAT A COMPETITOR WAS OFFERING. COPT) PROFESSOR ADELMAN SAYS 
THE EFFECTS OF SUCH A SYSTEM ON AMERICAN OIL COMPANIES WOULD BE 
INSIGNIFICANT. THEY WOULD BUY THE OIL FROM THE U.S. GOVERNMENT, 
BUT THEIR TECHNICAL AND MARKETING SKILLS WOULD STILL BE REQUIRED. 
SOME, HE SAYS, MIGHT GAIN A LITTLE REVENUE, OTHERS MIGHT LOSE A 
LITTLE. CEND OPT) 

PROFESSOR ADELMAN TOLD CORRESPONDENT WILLIAM LEAVITT THAT 
THE BASIC REASON HIS PLAN ISN'T TRIED IS TIMIDITY AND WHAT HE 
CALLED THE "ILLUSION" THAT DIPLOMATIC PERSUASION WILL SOMEHOW 
END OPEC'S CONSTANT PRICE SPIRALING. MEANWHILE, HE AGREES WITH 
OTHER ANALYSTS THAT, RIGHT NOW, DESPITE PUBLIC DIFFERENCES, 
THERE'S MORE TO KEEP OPEC TOGETHER THAN THERE IS TO PULL IT APART. 
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